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Obama Plans to Propose g3E Billion Business Tax Break (Update3)
5hare l E m a i l  l P r i n t l A A A

By Ryan J- Donmoyer and Roger Runningen

)an. 27 (Bloomberg) -- president Barack Obama tonight will
propose extending through 2010 a temporary tax incenuve that
encourages businesses to accelerate purchases of equipment, an
admlnistration offlcial said-

Obama will .rll for renewel of the 50 pe.cent so-ca ed boruE
depreaatron in his State of the Union address to the nation. said
the official, who spoke on condition of anonymity.

Extending the bredk, lrhich €xpired Oec. 31. woutd save
companics thrt make purchases of equipment such as tractorr,
wind turbrnes. solar panets and computers a total of 539 brlllon

over lhts Year and next by dllgwing A 50 percent wnte- off Of thc cOS! in the first ycar, the Omctdl S<'(l.

"That's a twofer tor man r.rf acturers, " said ilonica Mccuir€, senror policy direcaor ot taxation for me
National Assocration of Manlrfacture.s, a Washington trade group that has lobbied for the extensron.'lr helps the se ers ot caprtal equrpment an{, rt helpg the buyers of capital equjpment. It.s more tnan a
net-positrve. "

Bonus depreciation ryds dn element of the $787 bill ion economtc-recovery tegislatton adopted last
February. lt has also been a ieature of earlier stimulus measures, including those adopted rn Z00Z and
2003 under Presrdent George w. 8ush.

t'!,/hrre compoores wirr renrize lax savrngs In thc year they purchasa qualified equrpr)crt, Lhey.ll pay
hrgher taxes rn suDsequent years when the property is fully depreciated-

Democretic Support

Most major buslness grodps Includrng NAM and the U,S. Chamber of Commerce have urged lawmakers
to adopt dcceierated depreciation schedules as a sdmulus measure, The policy is supported by top
Democrats rncludinq Fiouse Speaker Nancv Pelosi and Senate Finance committee chairman Mar
Baucus.

Economists have challenged its efficacv as a strmulus measure. A study by Fecteral Reserve Board
econom6ts Darryl Cohen and Jsgeirr Curnmins found lhe ?O02 subsidy. whtclr provided d 30 pr.rrenl
write-off in the year equipment $ras purchased, had "a very limited impact'. on rnvesFnent spendrng.

A subsequent study oy Treasury Department economist Matthew Knrttel found the bonus depreciation
,ncentives From 2oo2 to 2004 were largely ineffective. Companres clarmed the break for ooly about 60
Oercent of therr eirgrble Investments, he said. That may be because they weren't in a position to ben€fit
because of losses and iherefore had no tax to reduce with thc dedustions, he wrote-

To corrta€t the reporter on thrs story: Ryan J. Donmoyer in Waghington at
rdonmoyer€ b loomberg.net

http:., r,r s rr.bloonrberg.cc'nt apps,heus'.)pid=2()67{I)01 &sid-aeca\[tTGpJIQ l./27i20 t0


